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DANA F. COLE & COMPANY, LLP

CERFIFIED PURBLIC ACCOUNTANTS
1248 C STREEY, SUITE 800
LINCOLN, NEBRASKA 63508

INDEPENDENT AUDITORS' REPORT

Board of Directors
Lancaster County Leasing Corporation
Lincoln, Nebraska

We have audited the accompanying basic financial statements of the Lancaster County Leasing Corpora-
tion, a component unit of Lancaster County, Nebraska, as of and for the year ended June 30, 2005, as
listed in the table of contents. These financial statements are the responsibility of the Lancaster County
Leasing Corporation's management. Qur responsibility is to express an opinion on these financial state-
ments based on our audit.

We conducted our audit in accordance with auditing standards generally accepted in the United States of
America and the standards applicable to financial audits contained in Government Auditing Standards
issued by the Comptroller General of the United States. Those standards require that we plan and perform
the audit to obtain reasonable assurance about whether the financial statements are free of material mis-
statement. An audit includes examining, on'a test basis, evidence supporting the amounts and disclosures
in the financial statements. An audit also includes assessing the accounting principles used and significant
estimates made by management, as well as evaluating the overall financial statement presentation. We
believe that our audit provides a reasonable basis for our opinion.

As discussed in Note 1, the financial statements present only the activity of Lancaster County Leasing
Corporation and do not purport to, and do not, present fairly the financial position of Lancaster County,
Nebraska, as of June 30, 2005, and the changes in its financial position and cash flows, where applicable,
for the year then ended in conformity with accounting principles generally accepted in the United States
of America.

As discussed in Note 6, the Corporation has recorded their leases with the County as operating leases.
Accounting principles generally accepted in the United States of America require that a lease, which
transfers ownership at the end of the lease term, be accounted for as a capital lease. The effects of this
departure from accounting principles generally accepted in the United States of America on the financial
position, results of operations and cash flows have not been determined.

In our opinion, except for any adjustment that may be required in the recording of the lease as noted in the
previous paragraph, the financial statements referred to above present fairly, in all material respects, the
respective financial position of the governmental activities of Lancaster County Leasing Corporation,
Iincoin, Nebraska as of June 30, 2005, and the respective changes in financial position and cash flows,
where applicable, thereof for the year then ended in conformity with accounting principles generally
accepted in the United States of America.



In accordance with Government Auditing Standards, we have also issued our report dated September 1,
2005, on our consideration of the Lancaster County Leasing Corporation’s internal control over financial
reporting and our tests of its compliance with certain provisions of laws, regulations, contracts and grant
agreements and other matters. The purpose of that report is to describe the scope of our testing of internal
control over financial reporting and compliance and the results of that testing, and not to provide an
opinion on the internal control over financial reporting or on compliance. That report is an integral part
of an audit performed in accordance with Government Auditing Standards and should be considered in
assessing the results of our audit.

The Lancaster County Leasing Corporation, Lincoln, Nebraska, has not presented management's discus-
sion and analysis or budgetary comparison information that the Governmental Accounting Standards
Board has determined is necessary to supplement, although not required to be part of, the basic financial
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Lincoln, Nebraska
September 1, 2005



LANCASTER COUNTY LEASING CORPORATION
STATEMENT OF NET ASSETS AND
GOVERNMENTAL FUNDS BALANCE SHEET

ASSETS
Cash
Investments
Accrued interest receivable
Land
Other capital assets, net of accumulated
depreciation
Debt issuance costs, net of amortization

TOTAL ASSETS

LIABILITIES
Accrued interest payable
Prepaid rent
Long-term liabilities
Due within one year
Due after one year

Total Habilities

FUND BALANCES
Unreserved

JUNE 30, 2005

TOTAL LIABILITIES AND FUND BALANCES

NET ASSETS
Invested in capital assets, net

of related debt
Restricted for debt services

TOTAL NET ASSETS

See accompanying notes to financial statements.

Balance  Adjustments Statement of

Sheet {Note 8) Net Assets

807,206 807,206

4,675,000 2,807 4,677,807

36,672 36,672

500,000 500,000

2,859,121 2,859,121

90,929 90,929

5,518,878 3,452,857 8,971,735

84,045 84,045

91,603 ' 91,603

505,600 505,000

3,850,000 3,856,000

91,603 4,439,045 4,530,648
5,427,275 (5,427,275)

5,518,878

3,905,270 3,905,270

535,817 535,817

4,441,087 4,441,087




LANCASTER COUNTY LEASING CORPORATION
STATEMENT OF ACTIVITIES AND
GOVERNMENTAL FUND REVENUES, EXPENDITURES AND
CHANGES IN FUND BALANCE

FOR THE YEAR ENDED JUNE 30, 2005

EXPENDITURES/EXPENSES
Debt service
Principal
Interest
Depreciation
Amortization of debt issuance costs and
discount on bonds payable

Total expenditures/expenses

PROGRAM REVENUES
Charges for services

NET PROGRAM EXPENSE

GENERAL REVENUES

Investment income
Realized gain (loss) on sale of investments
Unrealized gain (loss) on sale of investments

Total general revenues

DEFICIENCY OF REVENUES OVER
EXPENDITURES

CHANGE IN NET ASSETS
FUND BALANCE/NET ASSETS

Beginning of the year
End of the year

See accompanying notes to financial statements.

Adjustments  Statement of

Fund
Balance {(Note 9) Activities
485,000 (485,000)
197,485 (8,559) 188,926
400,702 400,702
10,103 10,103
682,485 (82,754) 599,731
191,836 191,836
407,895
166,355 166,355
(16,445) (21,525) (37,970)
2,807 2,807
149,910 (18,718) 131,192
(340,739) 340,739
(276,703) (276,703)
5,768,014  (1,050,224) 4,717,790
5,427,275 (986,188) 4,441,087




LANCASTER COUNTY LEASING CORPORATION
STATEMENT OF CASH FLOWS
YEAR ENDED JUNE 30, 2005

CASH FLOWS FROM OPERATING ACTIVITIES
Rental income
Interest expense

Net cash used in operating activities

CASH FLOWS FROM CAPITAL AND RELATED
FINANCING ACTIVITIES
Principal payments on bends

Net cash used in capital and related financing
activities

CASH FLOWS FROM INVESTING ACTIVITIES
Interest income
Proceeds from sales of investments
Purchases of investments
Net cash provided by investing activities
NET INCREASE IN CASH
CASH, beginning of year

CASH, end of year

See acccompanying notes to financial statements.

186,268
(197,485)

(11,217)

(485,000)

(485,000)

151,420
4,609,202
(4,175,000)
585,622

89,405
717,801

807,206



LANCASTER COUNTY LEASING CORPORATION
STATEMENT OF CASH FLOWS
YEAR ENDED JUNE 30, 2605

Reconciliation of Net Program Expense to
Net Cash Used in Operating Activities

Net program expense (407,895)

Adjustments to reconcile net program expense
to net cash used in operating activities:

Depreciation ‘ 400,702
Amortization 10,103
Decrease in accrued interest payable (8.559)
Decrease in prepaid rent (5,568)
Total adjustments 396,678
Net cash used in operating activities (11,217)

Reconciliation of Net Cash Provided
by Investing Activities

Total general revenues 131,192
Decrease in investments ' 471,141
Increase in accrued interest receivable (16,711)
Net cash provided by investing activities 585,622

See accompanying notes to financial statements.



NOTE 1.

LANCASTER COUNTY LEASING CORPORATION
NOTES TO FINANCIAL STATEMENTS

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The following is a summary of the significant accounting policies of Lancaster County
Leasing Corporation (the Corporation).

Qrganization

The Corporation is a tax-exempt, nonprofit corporation formed under the laws of the State of
Nebraska, specifically Sections 21-1901 to 21-1991, to acquire property and to lease that
property to Lancaster County, Nebraska (the County) and to devote any income to the pur-
chase of additional property for lease to the County.

The Corporation is leasing Lancaster Manor to the County under the terms of an operating
lease through 2012. The annual lease payments are required to be equal to the debt service
requirements of the bonds, |

Reporting Entity

The Corporation is a blended component unit of the County and is included in the County's
financial statements. Members of the County's Board of Commissioners serve as Directors of
the Corporation and, therefore, all financial transactions are effectively controlled by common
management,

Basis of Accounting

The financial statements are prepared on the accrual basis of accounting. Revenues are recog-
nized when earned and expenses are recognized when incurred.

Basis of Presentation

For special-purpose governments engaged in a single governmental program, GASB 34, para-
graph 136, allows the fund financial statements and the government-wide statements to be
combined using a columnar format that reconciles individual line items of fund financial data
to government-wide data in a separate column on the face of the financial statements rather
than at the bottom of the statements or in an accompanying schedule. The columns entitled
Statement of Net Assets and Statement of Activities display information about the Corpora-
tion's government-wide financial operations. The columns entitled Balance Sheet and Fund
Balance display information about the Corporation’s fund financial operations. '

Measurement Focus

The government-wide financial statements utilize an economic resource measurement focus,
which presents operating income and the overall financial position. The fund financial state-
ments utilize a current financial resource measurement focus, presenting sources and uses of
available spendable financial resources.



NOTE 1.

LANCASTER COUNTY LEASING CORPORATION
NOTES TO FINANCIAL STATEMENTS

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Cash and Cash Equivalents

For purposes of the statement of cash flows, the Corporation considers all highly liquid debt
instruments purchased with a maturity of three months or less to be cash equivalents. At
June 30, 2003, the Corporation had no cash equivalents.

Investments

Investments consist primarily of debt securities, which are carried at fair value. The premium
or discount is amortized over the life of the investment.

Fixed Asseis

On the government-wide financial statements (Statement of Net Assets and Statement of
Activities), expenditures for land, building and equipment are capitalized at cost. Expendi-
tures for major additions and improvements are capitalized and minor replacements, mainten-
ance and repairs are charged to expense as incurred. When property and equipment are
retired or otherwise disposed of, the cost and accumulated depreciation are removed from the
accounts and any resulting gain or loss is included in the results from operations for the re-
spective period. The Corporation does not have a capitalization policy. The fund financial
statements reflect expenditures for land, building and equipment as capital outlay and are
expensed during the year of purchase. A reconciliation is performed between these two
financial statements as reflected in the adjustments column,

Depreciation is provided on a straight-line basis over the estimated useful lives of the assets
ranging from 15 to 20 years.

Intangible Assets

The government-wide financial statements present costs incurred in connection with the issu-
ance of bonds payable and the bond discounts as deferred and are amortized over the term of
the bonds on a straight-line basis. The fund financial statements present these costs as
expensed in the year incurred.

Income Taxes

The Corporation is a governmental body politic and is, therefore, exempt from federal income
taxes.



NOTE 1.

NOTE 2.

LANCASTER COUNTY LEASING CORPORATION
NOTES TO FINANCIAL STATEMENTS

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES {Continued)

Use of Estimates

The preparation of financial statements in accordance with generally accepted accounting
principles requires management to make estimates and assumptions that affect the reported
amounts of assets and labilities and disclosure of contingent assets and liabilities at the date
of the financial statements and the reported amounts of revenues and expenses during the
reporting period. Actual results could differ from those estimates.

CASH AND INVESTMENTS

The following are descriptions of the various cash and investment accounts held by the
Corporation:

Bond Funds

The bond resolutions create separate funds within the Corporation which are restricted in
use and in the investment of monies. The Bond Fund consists of the Principal and Interest
Account. Lease payments received from the County are deposited in the Principal and
Interest Account. These monies can be used only to make principal and interest payments
on the bonds. Investments of the Principal and Interest Account are required to mature
prior to the time the monies are needed for their intended purposes.

Renewal and Replacement Fund

The Renewal and Replacement Fund is used for funds received in excess of those required
to be deposited in the Bond Fund. The Renewal and Replacement Fund is used to make
necessary purchases and repairs to building and equipment. The maturity of investments
cannot exceed five years,

Reserve Fund

The Reserve Fund is used to hold an amount equal to the annual debt service requirements
of the bonds. Any excess arising from interest income or other gains is to be transferred to
one of the accounts of the Bond Fund. In the event the balance is less than the required
amount, the Corporation may assign pledged revenues to this fund. In addition, the County
has the authority to levy taxes or raise other revenues to eliminate a deficit. The maturity
of investments cannot exceed five vears.

As of June 30, 2005, the carrying amount and bank balance of the Corporation's cash was
$807,206, which is held in trust in a Federated Treasury Obligation Money Market Fund that
invests in U.S. Government securities. The carrying amount, which approximates fair value,
of the Corporation's investments was $4,677,807. The investments consisted of a Federal
Home Loan Bank Note and a certificate of deposit. These securities are held by the counter
party or by its trust department or agent, but not in the Corporation's name.

9



LANCASTER COUNTY LEASING CORPORATION
NOTES TO FINANCIAL STATEMENTS

NOTE 2. CASH AND INVESTMENTS (Continued)

Investments consist of the following at June 30, 2005:
Unrealized Fair
Cost  Gain/Loss Value

U.S. Treasury Note 4,175,000 2,807 4,177,807
Certificates of deposit 500,000 506.600
4,675,000 2,807  4,677.807

NOTE 3. FIXED ASSETS

The changes in general capital assets designated for the operation of the Corporation are as

follows:
Balance Balance
June 30, June 30,
2004 Additions Deletions 2005
Land 500,000 500,000
Building and improvements 7,835,912 7,835,912
Equipment 1,007,545 1,007,545
9,343,457 9,343,457
Less accumulated depreciation  (5,583.634)  (400,702) (5.984.336)

3,759.823 {400,702) 3,359,121

NOTE 4. DEBT ISSUANCE COSTS

Specific costs related to the Corporation's debt offering in October 1998 were capitalized
upon issuance of the debt and are being amortized to interest expense using the straight line
method over the 15-year term of the debt. The amount expensed for the year ended June 30,
2005 was $10,103.

NOTE 5. LONG-TERM LIABILITIES
Long-term liabilities as of June 30, 2005 are as follows:

$7,145,000 Lancaster County Leasing Corporation
Tax Supported Lease-Rental Refunding Bonds,
Series 1998, issued October 30, 1998, payable in
scheduled semiannual installments at each
January 15 and July 15, commencing July 15,
1999, with interest ranging from 3.25% to 4.5%
through July 15, 2012, final payment due July 15,
2012. 4,355,000
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LANCASTER COUNTY LEASING CORPORATION
NOTES TO FINANCIAL STATEMENTS

NOTE 5. LONG-TERM LIABILITIES (Continued)

The folowing represents the change in long-term liabilities:

Beginning balance 4,840,000
Payments (485.000)
Ending balance 4,355,000

The aggregated maturities including principal and interest relating to this bond is as follows:

Pringipal Interest Total
2006 505,000 178,495 683,495
2007 530,000 158,220 688,220
2008 545,000 136,820 681,820
2009 570,000 114,303 684,303
2010 595,000 90,295 685,295
2011-2013 1,610,000 109255 1.719.255

4,355,000 787388 5,142,388

Less current portion (505.000) (178.495) (683.495)

3.850,000 608,893 4,458.893
NOTE 6. LEASE CONTRACTS '

The Corporation has contracted with the County for the lease of the property of Lancaster
Manor, The contract requires lease payments in the amount to satisfy the bond and interest
requirements, The lease payments received during the year ended June 30, 2005 were enough
to cover the interest requirements, but not the bond principal requirements. The contracts
provide that the Corporation shall retain title to the building and land until the bonds are paid in
full. Upon retirement of the bonds, the building and land becomes the property of the County.
All contract payments are assigned to Wells Fargo as paying agent of the outstanding bonds
and interest. Bonds maturing on or prior to July 15, 2005 are not subject to redemption prior to
the stated maturities. The bonds maturing on or after January 15, 2006 are subject to redemp-
tion prior to maturing at the option of the Corporation. Rent received from the County was
$191,835 for the year ended June 30, 2005.

The Corporation has recognized the lease with the County as an operating lease. Accounting
principles generally accepted in the United States of America requires that a lease, which has
a transfer of ownership at the end of the lease term, be recognized as a capital lease. The
effect of not recording these leases as capital leases on the financial position, results of oper-
ations and cash flows has not been determined.

11



NOTE 7.

NOTE 8.

NOTE 9.

LANCASTER COUNTY LEASING CORPORATION
NOTES TO FINANCIAL STATEMENTS

RISK MANAGEMENT

The Corporation is included in the County's risk management. The Corporation is exposed to
various risks of loss related to torts; theft of, damage to, or destruction of assets; errors or
omissions; injuries to employees; and natural disasters. These risks of loss are covered by
various commercial insurance policies (with various deductibles) with the exception of work-
ers' compensation and general liability. The County has established Workers' Compensation
Loss and Self-Insurance Funds (internal services funds) to account for and finance a portion
of its uninsured risks of loss. The County is self-insured up to $600,000 per occurrence for
workers' compensation risks and up to $250,000 per occurrence for general liability risks.
The self-insurance programs are administered by the County's Worker's Compensation and
Risk Manager. Settled claims have not exceeded commercial coverage in any of the last
three years. Commercial insurance covers the excess of the self-insured amount to a maxi-
mum of $1,000,000 for employers' liability and statutory fimits for workers' compensation
and $5,000,000 for general liability.

The County utilizes the services of an actuary to prepare an analysis of the self-insured work-
ers' compensation and general liability risks. The analysis is used to assist the County with
its financial planning, budgeting and management of the self-insurance programs. The pro-
grams are funded on a cash basis with annual premiums charged to all governmental fund
types based on past experience of incurred losses and remitted to the Worker's Compensation
Loss, except for the Lancaster Manor Fund, and Self-Insurance Internal Service Funds. As of
June 30, 20035, the estimated liability for claims for the Corporation is zero.

EXPLANATION OF DIFFERENCES BETWEEN THE BALANCE SHEET AND THE
STATEMENT OF NET ASSETS

"Total fund balances” of the Corporation's funds [$5,427,275] differs from "net assets" of the
Corporation's activities [$4,441,087] reported in the statement of net assets. This difference
primarily results from the fong-term economic resources focus of the statement of net assets
versus the current financial resources focus of the fund balance sheet.

EXPLANATION OF DIFFERENCES BETWEEN THE FUND BALANCE STATEMENT
AND THE STATEMENT OF ACTIVITIES

The "net change in fund balances” for the Corporation's funds [$-340,739] differs from the
“change in net assets” for the Corporation's activities [$-276,703] reported in the statement of
activities. The differences arise primarily from the long-term economic resources focus of
the statement of activities versus the current financial resources focus of the Corporation’s
funds.
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DANA F. COLE & COMPANY, LLP

CENRTIFED PUBILIC ACCOUNTANTS
1248 O STREET, SUITE 500
LINCOLN, NEBRASKA 88508

REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING
AND ON COMPLIANCE AND OTHER MATTERS BASED ON AN
AUDIT OF FINANCIAL STATEMENTS PERFORMED IN ACCORDANCE
WITH GOVERNMENT AUDITING STANDARDS

Board of Directors
Lancaster County Leasing Corporation
Lincoln, Nebraska

We have audited the financial statements of the Lancaster County Leasing Corporation, as of and for the
year ended June 30, 2005, which collectively comprise Lancaster County Leasing Corporation's basic
financial statements and have issued our report thereon dated September 1, 2005. We conducted our audit
in accordance with auditing standards generally accepted in the United States of America and the standards
applicable to financial audits contained in Government Auditing Standards, issued by the Comptrolier
General of the United States.

Internal Control Over Financial Reporting

In planning and performing our audit, we considered Lancaster County Leasing Corporation's internal
control over financial reporting in order to determine our auditing procedures for the purpose of express-
ing our opinion on the financial statements and not to provide an opinion on the internal control over
financial reporting. However, we noted a certain matter involving the internal control over financial
reporting and its operation that we consider to be a reportable condition. Reportable conditions involve
matters coming to our attention relating to significant deficiencies in the design or operation of the
internal control over financial reporting that, in our judgment, could adversely affect Lancaster County
Leasing Corporation's ability to record, process, summarize and report financial data consistent with the
assertions of management in the financial statements.

Due to the limited number of personnel involved in the accounting function, Lancaster County Leasing
Corporation, has limited internal control procedures. The Board of Directors believes the cost involved
would greatly outweigh the possible benefits to be derived from developing a more complex internal
control system. However, the present system seems to be operating as understood by all parties involved.

A material weakness is a reportable condition in which the design or operation of the specific internal
control components does not reduce to a relatively low level the risk that misstatements caused by error or
fraud in amounts that would be material in relation to the financial statements being audited may occur and
not be detected within a timely period by employees in the normal course of performing their assigned
functions.
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Our consideration of the internal control over financial reporting would not necessarily disclose all matters
in the internal control that might be reportable conditions and, accordingly, would not necessarily disclose
all reportable conditions that are also considered to be material weaknesses. However, we do not believe
the reportable condition described above is a material weakness.

Compliance and Other Matters

As part of obtaining reasonable assurance about whether the Lancaster County Leasing Corporation's
financial statements are free of material misstatement, we performed tests of its compliance with certain
provisions of laws, regulations, contracts, and grant agreements, noncompliance with which could have a
direct and material effect on the determination of financial statement amounts. However, providing an
opinion on compliance with those provisions was not an objective of our audit, and accordingly, we do
not express such an opinion. The results of our tests disclosed no instances of noncompliance or other
matters that are required to be reported under Government Auditing Standards.

This report is intended solely for the information and use of the governing board, management and federal
awarding agencies and pass-through entities, and this report is not intended to be and should not be used

by anyone other than these specified parties.
Nona Flts gy, L1P
f v

Linceln, Nebraska
September I, 2005
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